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Chapter 3 
A Phased Approach to Merger 
and Acquisition Integration: 
Tapping Experiential Learning 
David R. King 
A merger and acquisition (M&A) is not a strategy, but a means to pursue 
one. Although there are multiple reasons to pursue an acquisition, the pri-
mary challenge in doing so is that M&A consistently fails to improve firm 
performance.1 Poor integration between the acquiring and target firms 
provides an explanation for M&A performance falling short of expecta-
tions, because integration is pivotal in creating value from M&A. Without 
integration there is little justification for paying premiums for targets that 
average 40 percent.2 Integration, however, is difficult to execute, and ex-
isting frameworks describing M&A integration and its impact on perfor-
mance have limited usefulness. 
The shortage of definitive guidance on integration is consistent with the 
focus of M&A research in general. The variable most commonly examined 
in M&A research is relatedness, or the degree of similarity between an ac-
quirer and target.3 Despite expectations that a relationship exists, research 
has not found empirical evidence that relatedness between an acquirer 
and target influences M&A performance.4 Although multiple explanations 
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A  P h a s e d  A p p r o a c h  t o  M e r g e r  a n d  A c q u i s i t i o n  I n t e g r a t i o n  4 9  
g e n e r a l l y  e x a m i n e s  s i m p l e  r e l a t i o n s h i p s  t h a t  f a i l  t o  c o n s i d e r  w h a t  r e l a t -
e d n e s s  m e a n s  f o r  t h e  i n t e g r a t i o n  o f  a n  a c q u i r e r  a n d  a  t a r g e t ' s  r e s o u r c e s  
a n d  o p e r a t i o n s .  E m e r g i n g  r e s e a r c h  s u g g e s t s  a  c o m p l e x  r e l a t i o n s h i p  e x i s t s  
w h e r e b y  r e l a t e d  a c q u i s i t i o n s  p e r f o r m  w e l l  w h e n  t h e r e  i s  e n o u g h  d i f f e r -
e n c e  b e t w e e n  f i r m s  a n d  r e s o u r c e  c o m b i n a t i o n s  t o  c r e a t e  v a l u e ,  b u t  p e r f o r -
m a n c e  o f  u n r e l a t e d  a c q u i s i t i o n s  f a l l s  w h e n  d i f f e r e n c e s  b e c o m e  t o o  g r e a t .
5  
S e c o n d ,  w h e r e a s  d i f f e r e n t  a c q u i s i t i o n s  m a y  r e q u i r e  u n i q u e  i n t e g r a t i o n  a p -
p r o a c h e s ,  r e s e a r c h  l a r g e l y  g r o u p s  a l l  M & A  a c t i v i t y  t o g e t h e r .  S p e c i f i c  t y p e s  
o f  a c q u i s i t i o n s ,  s u c h  a s  t h o s e  i n v o l v i n g  h i g h - t e c h n o l o g y  t a r g e t s  o r  t h o s e  
t h a t  i n v o l v e  d i v e r s i f i c a t i o n ,  m a y  e x h i b i t  i m p o r t a n t  d i f f e r e n c e s .  
G i v e n  l a c k l u s t e r  M & A  o u t c o m e s ,  a  n e e d  f o r  i n t e g r a t i o n  t o  i m p r o v e  p e r -
f o r m a n c e ,  a n d  l i m i t e d  a v a i l a b l e  g u i d a n c e  o n  i n t e g r a t i o n ,  i m p r o v i n g  M & A  
i n t e g r a t i o n  i s  a n  u r g e n t  a n d  c o m p e l l i n g  m a n a g e m e n t  c h a l l e n g e .
6  
A  k e y  t o  
r e s p o n d i n g  t o  t h i s  p r o b l e m  i s  t o  r e c o g n i z e  t h a t  M & A  i s  n o t  a n  e v e n t  b u t  a  
p r o c e s s .  O n e  a p p r o a c h  t o  v i e w i n g  M & A  i n  t h i s  l i g h t  i s  t o  l o o k  a t  d e c i s i o n s  
m a d e  d u r i n g  e a c h  p h a s e  o f  a n  a c q u i s i t i o n ,  a n d  o u t l i n i n g  p r a c t i c e s  t h a t  c a n  
b e  e x p e c t e d  t o  i m p r o v e  r e s u l t s .  T h i s  c h a p t e r  a p p l i e s  t h i s  a p p r o a c h  t o  t h e  
a c q u i s i t i o n  o f  s m a l l e r  f i r m s  i n  r e l a t e d  i n d u s t r i e s ,  a n  M & A  s c e n a r i o  g e n e r -
a l l y  c o n s i d e r e d  t o  h a v e  m o r e  p o t e n t i a l  f o r  i m p r o v e d  M & A  p e r f o r m a n c e .  
I n t e g r a t i o n  i s  a n  i m p o r t a n t  f a c t o r  i n  r e l a t e d  a c q u i s i t i o n s  a s  i t  i s  n e e d e d  t o  
t r a n s f e r  r e s o u r c e s  a n d  s k i l l s .  S i m i l a r l y ,  r e l a t i v e  s i z e  b e t w e e n  a n  a c q u i r e r  
a n d  t a r g e t  i s  a  k e y  v a r i a b l e ,  a s  r e s e a r c h  s u g g e s t s  t h a t  a  t a r g e t  n e e d s  t o  
b e  s m a l l  e n o u g h  t o  b e  e a s i l y  i n t e g r a t e d  y e t  l a r g e  e n o u g h  t o  i n f l u e n c e  a n  
a c q u i r e r ' s  p e r f o r m a n c e ?  U s i n g  a  p h a s e d  a p p r o a c h  i n  e x a m i n i n g  a  s p e -
c i f i c  t y p e  o f  a c q u i s i t i o n  c a n  o f f e r  g u i d a n c e  t h a t  w i l l  h e l p  i n  i d e n t i f y i n g  
o t h e r  c i r c u m s t a n c e s  w h e r e  p o s i t i v e  M & A  o u t c o m e s  c a n  b e  a c h i e v e d .  I t  
a l s o  o f f e r s  a c q u i r e r s  t h e  o p p o r t u n i t y  t o  u n l o c k  t h e  p o w e r  o f  e x p e r i e n t i a l  
l e a r n i n g .  
E X P E R I E N T I A L  L E A R N I N G  
I n s t e a d  o f  m e r e l y  t h i n k i n g  a b o u t  a  p r o b l e m ,  e x p e r i e n t i a l  l e a r n i n g  i n -
v o l v e s  a  d i r e c t  e n c o u n t e r  w i t h  a  p r o b l e m  a n d  a c t i v e  a t t e m p t s  a t  f i n d i n g  a  
s o l u t i o n .  V i e w e d  t h i s  w a y ,  l e a r n i n g  t h e n  i n v o l v e s  r e f l e c t i n g  o n  c u m u l a t i v e  
e x p e r i e n c e  t o  g u i d e  b e h a v i o r .  
8  
T h e  i m p l i c a t i o n  i s  t h a t  i d e a s  a r e  n o t  f i x e d  
a n d  i m m u t a b l e ,  b u t  a r e  f o r m e d  a n d  r e f o r m e d  t h r o u g h  e x p e r i e n c e  w h e r e  
e a r l y  d e c i s i o n s  h a v e  i m p l i c a t i o n s  f o r  l a t e r  p e r f o r m a n c e .  T e n s i o n  b e t w e e n  
e x p e c t e d  a n d  a c t u a l  e x p e r i e n c e  i s  i n h e r e n t  i n  K o l b ' s  i t e r a t i v e  m o d e l  o f  
l e a r n i n g .
9  
T h i s  m o d e l  c o n s i s t s  o f  f o u r  s t a g e s :  ( 1 )  c o n c r e t e  e x p e r i e n c e ,  
( 2 )  r e f l e c t i v e  o b s e r v a t i o n ,  ( 3 )  a b s t r a c t  c o n c e p t u a l i z a t i o n ,  a n d  ( 4 )  a c t i v e  e x -
p e r i m e n t a t i o n .  A l t h o u g h  e x p e r i e n t i a l  l e a r n i n g  f o l l o w s  a  c o n t i n u o u s  s p i r a l  
t h a t  c a n  b e  e n t e r e d  a t  a n y  s t a g e ,  l e a r n i n g  g e n e r a l l y  b e g i n s  w i t h  a n  a c t u a l  
e x p e r i e n c e  w h e r e  a  p a r t i c u l a r  a c t i o n  i s  t a k e n  a n d  t h e  e f f e c t s  o f  t h e  a c t i o n  
50 Strategic Management in the 21st Century 
are observed. The next two stages relate to reflection on these effects, and 
the transformation of the experience into a sense of order using a set of 
guiding principles. Plans are then made to test developed models, leading 
to a continuing cycle of improvement as resulting observations are made. 
Applied to M&A integration, experiential learning suggests that early 
consideration of issues leads to better results, as there will be a smaller gap 
between desired and actual results. Broadly speaking, the M&A process 
can be segmented into three phases: target selection and deal structuring, 
integration planning, and integration implementation. Prior experience 
and available knowledge guide target selection, whereas deal structuring 
relates to reflective observation. Integration planning involves the con-
ceptualization of the desired combination of target and acquirer, and the 
development of blueprints for making it reality. As implementation of the 
developed M&A plans progresses, outcomes inconsistent with expecta-
tions help to refine actions, leading to active experimentation in pursuit 
of the M&A goals. In the next section, principles of M&A are integrated 
with those of experiential learning to develop suggestions for M&A inte-
gration across the phases of M&A. 
M&A PHASES 
Each phase of the M&A process has the potential to establish conditions 
for improving subsequent performance. However, there is no guarantee 
that they will; thus implementation may be unable to overcome errors 
committed earlier.10 The implication is that achieving better M&A perfor-
mance requires considering integration issues early in the process, begin-
ning with having a clear strategic rationale for the M&A. What provides a 
good rationale is not specifically developed here. However, any rationale 
for M&A needs to incorporate the importance of acting quickly. Speed is 
the primary advantage of M&A compared to internal development since 
its results can be seen faster, and the need for speed can counter the po-
tential limitations of an acquisition. Explicit recognition that a high hurdle 
exists in reaching M&A goals also requires that managers develop a clear 
strategic rationale for an acquisition. This must aid target selection, and 
carry through the stages of integration planning and implementation. 
Target Selection 
Improving M&A integration begins with a focus on target selection 
and deal structuring in order to minimize challenges during implementa-
tion. Target selection involves management of the acquiring firm identi-
fying a target firm and setting deal characteristics, such as an offer price. 
Most deal characteristics are fixed after negotiations are complete and 
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1 l e t e  a n d  
e n g e s  o f  
A  P h a s e d  A p p r o a c h  t o  M e r g e r  a n d  A c q u i s i t i o n  I n t e g r a t i o n  
5 1  
i m p l e m e n t a t i o n .  F o r  e x a m p l e ,  t h e  p r e m i u m  p a i d  f o r  a  t a r g e t  f i r m  i s  n e g a -
t i v e l y  r e l a t e d  t o  M & A  p e r f o r m a n c e  a n d  p a y i n g  t o o  h i g h  a  p r e m i u m  c a n  
p r e c l u d e  i m p r o v e d  p e r f o r m a n c e . U  S t i l l ,  t h e r e  a r e  a  m u l t i t u d e  o f  t h i n g s  
t h a t  m a n a g e r s  n e e d  t o  c o n s i d e r  i n  s e l e c t i n g  a  t a r g e t ,  a n d  s u r p r i s e s  f r o m  
a r e a s  n o t  c o n s i d e r e d  w i l l  b e  i n e v i t a b l e .  T h e  f o c u s  h e r e  w i l l  b e  o n  a  h a n d f u l  
o f  o b s e r v a b l e  a t t r i b u t e s  m a n a g e r s  c a n  i n f l u e n c e  i n  s e l e c t i n g  a  t a r g e t  a n d  
t h e i r  e x p e c t e d  i m p a c t  o n  p e r f o r m a n c e  .  
R e s o u r c e  C o m b i n a t i o n s  
A c q u i s i t i o n s  a r e  a  m e a n s  o f  m a n a g i n g  t h e  r e s o u r c e s  a v a i l a b l e  t o  f i r m s ,  
a n d  i m p r o v e d  M & A  p e r f o r m a n c e  o f t e n  d e p e n d s  o n  a n  i n t e r d e p e n d e n c e  
b e t w e e n  a n  a c q u i r e r ' s  a n d  a  t a r g e t  f i r m ' s  r e s o u r c e s P  R e s e a r c h  s u g g e s t s  
a c q u i s i t i o n s  t h a t  e n a b l e  a c q u i r e r  a n d  t a r g e t  s t r e n g t h s  a n d  w e a k n e s s e s  t o  
o f f s e t  e a c h  o t h e r  a r e  m o s t  l i k e l y  t o  c r e a t e  v a l u e .
1 3  
I n  t h e  c a s e  o f  k n o w l e d g e  
i n t e g r a t i o n ,  p o s i t i v e  o u t c o m e s  c a n  b e  e x p e c t e d  f o r  f i r m s  i n  r e l a t e d  i n d u s -
t r i e s .  F o r  u n r e l a t e d  a c q u i s i t i o n s ,  t h e  n e g a t i v e  i m p a c t s  o f  d i s s i m i l a r i t y  i n -
c r e a s e  a s  k n o w l e d g e  b e c o m e s  m o r e  d i s s i m i l a r .
1 4  
A c q u i s i t i o n  s t r a t e g i e s  f o r  r e s o u r c e s  e i t h e r  i n v o l v e  s u p p l e m e n t s ,  o b t a i n -
i n g  m o r e  o f  a  r e s o u r c e ,  o r  c o m p l e m e n t s ,  o b t a i n i n g  a n o t h e r  r e s o u r c e  t h a t  
c o m b i n e s  e f f e c t i v e l y  w i t h  r e s o u r c e s  t h e  a c q u i r e r  a l r e a d y  c o n t r o l s .
1 5  
A l -
t h o u g h  a  s t r a t e g y  b a s e d  o n  s u p p l e m e n t s  r e s u l t s  i n  a d d i n g  t o  t h e  r e s o u r c e  
b a s e ,  a  d r a w b a c k  o f  s u c h  a  s t r a t e g y  i s  t h a t  r e s o u r c e  r e d u n d a n c y  f o l l o w i n g  
t h e  c o m b i n a t i o n  o f  f i r m s  c a n  l o w e r  p e r f o r m a n c e .
1 6  
I n  c o n t r a s t ,  a  s t r a t e g y  
t h a t  p u r s u e s  c o m p l e m e n t s  f o c u s e s  o n  c o m b i n i n g  d i f f e r e n t  b u t  m u t u a l l y  
s u p p o r t i v e  r e s o u r c e s  a n d  c a n  c r e a t e  n e w  v a l u e Y  F o r  e x a m p l e ,  v a l u e  c a n  
b e  a d d e d  i f  a n  a c q u i r e r  g a i n s  a c c e s s  t o  n e w  c u s t o m e r s  a n d  s e g m e n t s  t h a t  
c o m p l e m e n t  e x i s t i n g  p r o d u c t  o r  s e r v i c e .
1 8  
C o m p l e m e n t s  c a n  a l s o  p r o v i d e  
a  v a l u a b l e  s o u r c e  o f  a s y m m e t r y  t h a t  c a n  a l l o w  a n  a c q u i r e r  t o  g a i n  a c c e s s  
t o  t a r g e t  r e s o u r c e s  a t  a  p r i c e  b e l o w  t h e i r  v a l u e  t o  t h e  a c q u i r e r .  A l t h o u g h  
c o m p l e m e n t a r y  r e s o u r c e s  a r e  d i f f i c u l t  t o  v a l u e ,  a c q u i r e r s  m a y  p a y  a  l o w e r  
p r i c e  c o m p a r e d  t o  t h e  p o t e n t i a l  v a l u e  o f  a  r e s o u r c e  c o m b i n a t i o n  b e c a u s e  
t h e  v a l u e  o f  a  g i v e n  t a r g e t  v a r i e s  f o r  d i f f e r e n t  a c q u i r e r s  w i t h  d i s s i m i l a r  r e -
s o u r c e  p r o f i l e s .
1 9  
T h e  v a l u e  t h a t  c a n  b e  o b t a i n e d  f r o m  a  t a r g e t  f i r m  v a r i e s  b y  b i d d e r .  T h e  
o f f e r  p r i c e  o f  d i f f e r e n t  a c q u i r e r s  s h o u l d  r e f l e c t  t h e  a n t i c i p a t e d  v a l u e  o f  
e a c h  e x p e c t e d  c o m b i n a t i o n  w i t h  a  t a r g e t .  H o w e v e r ,  t o  b e  a c c e p t e d ,  t h e  
p r i c e  o f  a  w i n n i n g  b i d  n e e d  o n l y  e x c e e d  t h a t  o f  c o m p e t i n g  b i d s .  T h e r e f o r e ,  
t h e  p r i c e  p a i d  w i l l  e x c e e d  t h e  v a l u e  t h a t  c o u l d  b e  c r e a t e d  i n  t h e  s e c o n d -
b e s t  c o m b i n a t i o n ,  a n  o u t c o m e  t h a t  s h o u l d  r e m a i n  t r u e  e v e n  i f  a  b i d  i s  n o t  
c o n t e s t e d .  A n y  s u r p l u s  v a l u e  f o r  a n  a c q u i r e r  o v e r  t h e  p r i c e  p a i d  c a n  b e  
t r a n s l a t e d  i n t o  h i g h e r  p e r f o r m a n c e .  I n  c o n t e s t e d  a c q u i s i t i o n s ,  c o m p e t i t o r s  
m a y  a t t e m p t  t o  b i d  a  t a r g e t ' s  p r i c e  a b o v e  a n  a c q u i r e r ' s  v a l u e  i n  a n  a t t e m p t  
t o  s a b o t a g e  a  s u c c e s s f u l  c o m b i n a t i o n .  I f  b i d s  r e m a i n  r a t i o n a l ,  w i n n i n g  b i d s  
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can create value from the difference between the value estimated for the 
next best combination and the estimated value of the combination for the 
acquirer. The value achieved could be even higher for resources that com-
plement one another because they often generate unanticipated benefits, 
such as easier collaboration.20 This logic is consistent with early advice for 
acquisitions that suggested acquiring firms avoid unrelated acquisitions 
and select firms that complement them.21 
Target Environment 
Different environments place different demands on resource needs, so 
resources targeted through acquisition are those that are valuable in the 
environment where they will be used.22 An implication that a target firm's 
environment makes a difference is that not all targets will be equally at-
tractive. Still, acquirers do not consistently consider the impact of a target 
firm's environment during target selection. For example, acquirers often 
discount the role of a target firm's environment in assessing the perfor-
mance of a target firm's management.23 
Industry environment relates to three factors: munificence, dynamism, 
and complexity. Munificence relates to the degree that the environment 
supports growth for firms within the industry.24 Growing industries are 
expected to positively impact firm performance, but this may simply be 
an enabling and not a direct cause of firm performance.25 Although high 
munificence will not guarantee a better target, target firms operating in 
environments with low munificence may focus internal resources on com-
petitive defensive moves that offer less upside potential than resources de-
veloped by firms in munificent environments.26 Dynamism corresponds 
to the level of unpredictability within an industry and relates to the diffi-
culty of discerning patterns from environmental change.27 Environmental 
uncertainty may lower the frequency of acquisitions by contributing to 
doubt about the value of other firm's resources. However, the advantage 
of speed, or quickly gaining resources in acquisitions, may make resources 
that are needed and owned by a target firm in a changing environment 
more attractive.28 For example, Walgreen paid more than twice the prior 
closing price for drugstore.com, but the acquisition enabled them to access 
vendor relationships and achieve a 50 percent increase in customers that 
would have required significant time to accomplish separately.29 Complex-
ity relates to the number of organizations a firm contends with in an in-
dustry.30 Although complexity can arise from different sources, the factor 
salient in M&A relates to concentration, or the extent to which monopoly 
power exists within an industry.31 Monopoly power tends to increase with 
industry concentration and decrease with industry fragmentation. Frag-
mented industries are more complex as resources are widely distributed 
across multiple firms.32 Although the resources of firms in concentrated 
industrie 
likely tha 
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A  P h a s e d  A p p r o a c h  t o  M e r g e r  a n d  A c q u i s i t i o n  I n t e g r a t i o n  
5 3  
i n d u s t r i e s  w i l l  l i k e l y  g e n e r a t e  i n t e r e s t  f r o m  p o t e n t i a l  a c q u i r e r s ,  i t  i s  l e s s  
l i k e l y  t h a t  t h e s e  f i r m s  c a n  b e  p u r c h a s e d  w i t h o u t  a  p a y i n g  h i g h  p r e m i u m  
o r  o t h e r  c o m p l i c a t i o n s .
3 3  
E a r l y  a c q u i r e r s  w h e n  c o n s o l i d a t i o n  h a s  b e g u n  i n  
a n  i n d u s t r y  a r e  a b l e  t o  p i c k  t h e  b e t t e r  t a r g e t s  a n d  l e a v e  b e h i n d  a  s m a l l e r  
a n d  l e s s  c o m p e t i t i v e  p o o l  o f  f i r m s .
3 4  
I t  i s  a l s o  p o s s i b l e  t h a t  e a r l y  a c q u i r e r s  
a r e  b e t t e r - m a n a g e d  f i r m s  t h a t  a r e  r e s p o n d i n g  p r o a c t i v e l y  t o  i n d u s t r y  c o n -
t r a c t i o n  b y  i m p r o v i n g  e f f i c i e n c y .  
3 5  
S u c c e s s f u l  a c q u i r e r s  n o t  o n l y  c o n s i d e r  t h e  t a r g e t ,  b u t  a l s o  i t s  i n d u s t r y  
e n v i r o n m e n t .  S e l e c t i n g  t a r g e t s  e a r l y  i n  t h e  c o n s o l i d a t i o n  o f  a  t a r g e t ' s  i n -
d u s t r y  o r  a r o u n d  t i m e s  o f  r a p i d  c h a n g e  m a y  p r o v i d e  m o r e  f a v o r a b l e  s t a r t -
i n g  p o i n t s  f o r  p e r f o r m a n c e .  T a r g e t s  i n  g r o w i n g  i n d u s t r i e s  a l s o  p r o v i d e  a  
m o r e  f o r g i v i n g  e n v i r o n m e n t  f o r  s u c c e s s f u l  i n t e g r a t i o n .  T h e  i m p l i c a t i o n  i s  
t h a t  t a r g e t  s e l e c t i o n  n e e d s  t o  c o n s i d e r  m o r e  t h a n  i n t e r n a l  c h a r a c t e r i s t i c s  o f  
p o t e n t i a l  t a r g e t  f i r m s .  
F r i e n d l y  F i t  
I n  a  f r i e n d l y  a c q u i s i t i o n ,  t h e r e  i s  a n  i n c r e a s e d  c h a n c e  t h a t  t h e  c o m b i n e d  
f i r m  w i l l  a c h i e v e  e a s y  a n d  f a s t  s y n e r g i s t i c  r e s o u r c e  c o m b i n a t i o n s  t h a t  l e a d  
t o  h i g h e r  p e r f o r m a n c e .  C h a l l e n g e s  a s s o c i a t e d  w i t h  h o s t i l e  a c q u i s i t i o n s  i n -
c l u d e  p a y i n g  a  h i g h e r  p r e m i u m  t o  o v e r c o m e  r e s i s t a n c e  a n d  g r e a t e r  d i f -
f i c u l t y  i n  c a r r y i n g  o u t  d u e  d i l i g e n c e .
3 6  
H o w e v e r ,  t h e  p r i m a r y  r e a s o n  t h a t  
h o s t i l e  a c q u i s i t i o n s  a r e  l e s s  d e s i r e d  i s  t h a t  t h e y  i n v o l v e  h i g h  m a n a g e m e n t  
t u r n o v e r  t h a t  r e d u c e s  t h e  a b i l i t y  t o  i n t e g r a t e  a  t a r g e t  f i r m ' s  r e s o u r c e s .
3 7  
M a n a g e r s  r e p r e s e n t  a  v a l u a b l e  r e s o u r c e  i n  t h e  c o m b i n e d  f i r m ,  a n d  s u c -
c e s s f u l l y  m o v i n g  i n t o  n e w  m a r k e t s  m a y  d e p e n d  o n  r e t a i n i n g  t a r g e t  m a n -
a g e r s  w i t h  r e l e v a n t  m a r k e t  k n o w l e d g e .  A l t h o u g h  t h e r e  m a y  b e  p o s i t i v e  
e l e m e n t s  o f  m a n a g e m e n t  t u r n o v e r  s u c h  a s  t a r g e t  f i r m  m a n a g e r s  b e c o m i n g  
r e d u n d a n t  i n  a  c o m b i n e d  f i r m  o r  t h e  e l i m i n a t i o n  o f  m a n a g e r s  w h o  c o n -
t r i b u t e d  t o  p o o r  p e r f o r m a n c e ,  t h e  l o s s  o f  k n o w l e d g e  o f t e n  o u t w e i g h s  a n y  
b e n e f i t s  f r o m  t a r g e t  m a n a g e r  t u r n o v e r .
3 8  
A l t h o u g h  m a n a g e r s  o f  f i r m s  i n  r e l a t e d  i n d u s t r i e s  c a n  b e  e x p e c t e d  t o  
h a v e  c o m m o n  p e r c e p t i o n s ,  t h e r e  a r e  n o  g u a r a n t e e s ,  a n d  t h e  q u e s t i o n  o f  
w h e t h e r  t o  i n t e g r a t e  m a n a g e m e n t  o f  t h e  t a r g e t  m u s t  b e  a d d r e s s e d .  T h r e e  
m e t h o d s  a r e  s u g g e s t e d  f o r  e v a l u a t i n g  t h i s  i s s u e .  F i r s t ,  a c q u i r e r s  n e e d  t o  
c o n s i d e r  t h e  a b i l i t y  o f  t h e  a c q u i r e r  a n d  t h e  t a r g e t  m a n a g e m e n t  t o  w o r k  
t o g e t h e r ,  s o m e t h i n g  t h a t  w i l l  b e  e a s i e r  i n  f r i e n d l y  d e a l s .  H o w e v e r ,  d u r i n g  
n e g o t i a t i o n s ,  p e o p l e  a r e  l i k e l y  t o  p u t  t h e i r  b e s t  f a c e  f o r w a r d .  O n e  o p t i o n  
i s  t o  r o l e  p l a y  a  t a r g e t  d e c i s i o n  t o  a s s e s s  c o m p a t i b i l i t y ,  a s  i m p r o v e d  f i t  w i l l  
l i k e l y  r e s u l t  w h e n  a n  a c q u i r e r  f i n d s  t h a t  t h e y  w o u l d  m a k e  a  s i m i l a r  d e c i -
s i o n  u n d e r  s i m i l a r  c i r c u m s t a n c e s .
3 9  
T h i s  c o n c e p t  c o r r e s p o n d s  t o  t w o  o f  
C i s c o ' s  r u l e s  f o r  t a r g e t  s e l e c t i o n ,  w h i c h  r e q u i r e  t h a t  a  t a r g e t  h a v e  a  s i m i -
l a r  v i s i o n  a n d  a  c o m p a t i b l e  c u l t u r e  t o  h e l p  e n s u r e  t h a t  i t  h a s  a  c o m p l e -
m e n t a r y  p h i l o s o p h y .
4 0  
T h e  c h a l l e n g e  o f  c o m b i n i n g  c o m p a n i e s  i s  l i k e l y  t o  
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be proportional to any cultural gap and can be lessened by picking firms 
with similar cultures. 
Second, successful acquirers are likely to include a termination fee to 
align interests when completing an announced acquisition. Including a 
termination fee provides some protection for the acquirer when facilitat-
ing integration planning by enabling the acquirer to reveal private in-
formation to a target firm.41 The buying and selling of a home offers an 
analogy in that when the buyer makes a security deposit the seller pro-
vides property disclosures. In the context of an acquisition, the target firm 
agrees to termination fees that serve as an enabler for the acquiring 
firm to disclose the strategy for combining the firms and the role of target 
firm employees following the acquisition. 
Third, successful acquirers avoid targets with golden parachutes or 
comparable takeover defenses. If stock options vest when a takeover oc-
curs, it makes integration more challenging because an acquirer needs 
time to transfer skills, something made difficult when key people in a tar-
get stand to benefit financially as a result of a takeover.42 Even if they stay, 
target employees who experience significant financial windfalls from an 
acquisition will likely focus more on their newfound wealth than the on 
interests of the continued success of a combined firm. As a result, success-
ful acquisitions generally avoid conditions that hinder an alignment of in-
terests and knowledge transfer. 
Method of Payment 
Firms can pay for an acquisition using either cash, a combination of cash 
and stock, or with stock alone. Research suggests that managers finance 
acquisitions in the manner perceived to be the most profitable. Manag-
ers who believe their stock is undervalued will thus pay for an acquisi-
tion using cash, and pay with stock when they think their firm's stock is 
overvalued.43 However, the choice of payment may also consider the type 
of acquisition. Related acquisitions are often paid for with stock because 
this shares the risk inherent in the acquisition with the target firm.44 Ad-
ditionally, paying with stock can help align a target firm's interests with 
improving performance in a combined firm. For example, stock payment 
may provide a means for coping with information asymmetries between 
an acquirer and its target.45 The use of stock to align target firm interests 
with a successful outcome is similar to how stock options are used to align 
executives' interests with those of shareholders. Another way to align tar-
get executive interests is with an earnout, or an arrangement where the 
final price paid depends on meeting performance targets.46 
The use of stock as a form of payment should also help an acquirer to 
avoid the negative effects associated with taking on too much debt when 
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5 5  
f i n a n c i a l  p e r f o r m a n c e .  T h e  s t o c k  p r i c e  o f  a  f i r m  w i t h  h i g h e r  d e b t  w i l l  b e  
d i s c o u n t e d  i n  c o m p a r i s o n  t o  t h a t  o f  a  f i r m  w i t h  l e s s  d e b t  ( a s s u m i n g  e v -
e r y t h i n g  e l s e  i s  e q u a l )  t o  r e f l e c t  t h e  h i g h e r  r i s k  o f  i n v e s t i n g  i n  t h e  f i r m .  
T h i s  d i s c o u n t  r e s u l t s  f r o m  e q u i t y  i n v e s t o r s  h a v i n g  a  l o w e r  p r i o r i t y  t h a n  
b o n d h o l d e r s  w h e n  m a k i n g  c l a i m s  a g a i n s t  t h e  a s s e t s  o f  b a n k r u p t  f i r m s .  
A c c o u n t i n g  m e a s u r e s  o f  f i n a n c i a l  p e r f o r m a n c e  w i l l  a l s o  b e  p o o r e r  w h e n  
l e v e l s  o f  d e b t  i n c r e a s e  a s  a  g r e a t e r  s h a r e  o f  a  f i r m ' s  e a r n i n g s  a r e  a l l o c a t e d  
t o  s e r v i c i n g  d e b t  p a y m e n t s .  A s  a  r e s u l t ,  h i g h  d e b t  l e v e l s  r a i s e  t h e  b a r  f o r  
t h e  p e r f o r m a n c e  n e e d e d  t o  i m p r o v e  p e r f o r m a n c e  a n d  c a n  l e a d  t o  s t r i c t  
c o n t r o l s  t h a t  n e g a t i v e l y  i m p a c t  t h e  a d a p t a t i o n  n e e d e d  t o  i m p r o v e  p e r f o r -
m a n c e  f o l l o w i n g  a n  a c q u i s i t i o n .
4 7  
I n  s u m m a r y ,  t h e r e  i s  r e a s o n  t o  b e l i e v e  
t h a t  s u c c e s s f u l  a c q u i r e r s  t a k e  s t e p s  t o  a l i g n  t a r g e t  i n t e r e s t s  b y  p a y i n g  f o r  
t h e i r  a c q u i s i t i o n s  w i t h  s t o c k  o r  u s i n g  a n  e a r n o u t .  
I n t e g r a t i o n  P l a n n i n g  
T h e  t i m e  b e t w e e n  a n  M & A  a n n o u n c e m e n t  a n d  i t s  c o m p l e t i o n  i s  t y p i -
c a l l y  c a l l e d  d u e  d i l i g e n c e ,  a n d  r e p r e s e n t s  t h e  s t a r t  o f  i n t e g r a t i o n  p l a n n i n g .  
T h e r e  i s  a  g r o w i n g  c h o r u s  o f  v o i c e s  f r o m  i n s t i t u t i o n a l  a n d  o t h e r  i n v e s -
t o r s  c a l l i n g  f o r  m o r e  r i g o r o u s  d u e  d i l i g e n c e .  G r e a t e r  j u s t i f i c a t i o n  i s  n e e d e d  
f r o m  m a n a g e r s  f o r  t h e i r  r a t i o n a l e  i n  p u r s u i n g  a n  a c q u i s i t i o n  t o  o v e r c o m e  
r e s i s t a n c e  a t t r i b u t a b l e  t o  t h e r e  b e i n g  m a n a g e r i a l  i n c e n t i v e s  f r o m  M & A  y e t  
l o w  a v e r a g e  M & A  p e r f o r m a n c e .  T h o u g h  t h e  p u r p o s e  o f  d u e  d i l i g e n c e  i s  
n o t  t o  i d e n t i f y  r e a s o n s  t o  a b a n d o n  a n  a c q u i s i t i o n ,  i t  i s  t h e  l a s t  c h a n c e  f o r  
a v o i d i n g  a n  a c q u i s i t i o n  t h a t  d o e s  n o t  m a k e  s e n s e .  C o n d i t i o n s  w h e r e  d e a l s  
s h o u l d  b e  t e r m i n a t e d  i n c l u d e  d i s t r u s t  b e t w e e n  a c q u i r e r  a n d  t a r g e t  m a n -
a g e m e n t ,  a  c o m b i n a t i o n  t h a t  t h r e a t e n s  i m p o r t a n t  c u s t o m e r  r e l a t i o n s h i p s ,  
o r  e x p e c t a t i o n s  t h a t  k e y  e m p l o y e e s  w i l l  l e a v e  a  c o m b i n e d  f i r m .
4 8  
N e c e s -
s i t y  o f t e n  d i c t a t e s  i n v o l v i n g  o n l y  a  f e w  k e y  p e o p l e  i n  a c q u i s i t i o n  p l a n -
n i n g .  H o w e v e r ,  i t  i s  b e t t e r  t o  e r r  o n  t h e  s i d e  o f  i n c l u d i n g  m o r e  p e o p l e  t o  
e n s u r e  t h a t  a s  m a n y  p o t e n t i a l  p r o b l e m s  a r e  i d e n t i f i e d  a n d  p o t e n t i a l  s o l u -
t i o n s  c o n s i d e r e d .  
M o s t  f i r m s  d o  n o t  e f f i c i e n t l y  u s e  t h e  t i m e  b e t w e e n  a n n o u n c e m e n t  a n d  
c o m p l e t i o n  a s  o p t i m i s m  f r o m  s u c c e s s f u l  n e g o t i a t i o n s  d e l a y s  p l a n n i n g  f o r  
i m p l e m e n t a t i o n .  I n d e e d ,  a  s e n s e  o f  a c c o m p l i s h m e n t  f r o m  b r i n g i n g  n e g o -
t i a t i o n s  t o  a  c l o s e  w h e n  a  d e a l  i s  a n n o u n c e d  t e n d s  t o  s h o r t e n  d u e  d i l i -
g e n c e .  H o w e v e r ,  t a k i n g  m o r e  t i m e  f o r  d u e  d i l i g e n c e  c a n  i m p r o v e  s u c c e s s  
a n d  a v o i d  p r o b l e m s  t h a t  h i n d e r  i m p r o v e d  p e r f o r m a n c e .
4 9  
O n e  p o s i t i v e  
r e s u l t  o f  t a k i n g  a d d i t i o n a l  t i m e  f o r  p l a n n i n g  i s  t h a t  u n e x p e c t e d  i n f o r m a -
t i o n  u n c o v e r e d  d u r i n g  d u e  d i l i g e n c e  w i l l  u s u a l l y  b e  n e g a t i v e ,  w h i c h  i n  
t u r n  r e q u i r e s  m o r e  t i m e  t o  e v a l u a t e  i t s  i m p l i c a t i o n s .
5
°  F o c u s i n g  o n  t h e  
r i g h t  t h i n g s  c a n  a l s o  h e l p  f i r m s  m a k e  b e t t e r  u s e  o f  t h e  t i m e  a v a i l a b l e .  T h i s  
c a n  b e  f a c i l i t a t e d  b y  e s t a b l i s h i n g  a n d  c o m m u n i c a t i n g  c l e a r  g o a l s  t h a t  c a n  
b e  u s e d  i n  m a k i n g  d e c i s i o n s ,  s o m e t h i n g  t h a t  c a n  m a k e  a  d i f f e r e n c e  i n  
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developing an executable plan. Integration planning typically focuses on 
the depth and speed of integration, but developing an integration plan be-
gins with considering M&A goals. 
The goals for an M&A should have already been established; thus in-
tegration planning relates to the experiential learning stage of applying 
theories or models in relation to what has been observed. Stakeholder 
analysis represents an existing tool that applies to M&A integration, 
and the interests of stakeholders in achieving M&A goals can first be ad-
dressed during integration planning.51 A stakeholder is any group that 
can affect or is affected by a firm's objectives.52 Managers can be caught 
by surprise and have initiatives derailed by an unanticipated negative re-
action from a stakeholder group. With effective stakeholder analysis, ur-
gent concerns can be identified and addressed. A stakeholder group that 
should have already been considered when making a public bid is im-
portant target shareholders such as institutions or family holdings. By 
performing an analysis of additional stakeholder interests, an integration 
plan can balance the interests of different groups in pursuing M&A goals. 
Obvious additional stakeholders in an acquisition involve government 
regulators, customers, employees, and competitors. However, additional 
stakeholders, such as vendors or other business partners exist and need to 
be considered. Once identified, it helps to prioritize stakeholders to better 
manage how to approach them. One method is to build a matrix for priori-
tizing stakeholders along dimensions of stakeholder power and interest. 53 
Resulting stakeholder groups are shown in Table 3.1 and each is discussed 
in the following sections. 
Government Regulators 
Regulators have a high level of power over the completion of any deal, 
but likely have low interest in all but a minority of announced combina-
tions. One way to strengthen regulatory resistance is to announce a deal 
as a fait accompli before or during the regulatory review process. The 
focus for this stakeholder group thus involves meeting conditions estab-
lished by policy makers. Because regulatory requirements vary across the 
Table 3.1 
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i s c u s s e d  
m y  d e a l ,  
o m b i n a -
: e  a  d e a l  
: e s s .  T h e  
: 1 s  e s t a b -
c r o s s  t h e  
e r e s t  
c u s t o m e r s )  
p e t i t o r s )  
A  P h a s e d  A p p r o a c h  t o  M e r g e r  a n d  A c q u i s i t i o n  I n t e g r a t i o n  5 7  
n a t i o n s  c o m p r i s i n g  t h e  E u r o p e a n  U n i o n ,
5 4  
t h e  d i s c u s s i o n  h e r e  i s  l i m i t e d  
t o  t h e  r e v i e w  u n d e r  t h e  H a r t - S c o t t - R o d i n o  ( H S R )  A n t i t r u s t  I m p r o v e m e n t s  
A c t  o f  1 9 7 6 .  T h i s  U . S .  l a w  r e q u i r e s  t h a t  b e f o r e  m o s t  M & A  t r a n s a c t i o n s  
c a n  c o m p l e t e ,  f i l i n g s  d e s c r i b i n g  t h e  p r o p o s e d  t r a n s a c t i o n  a n d  t h e  f i r m s  
i n v o l v e d  m u s t  b e  s u b m i t t e d  t o  t h e  F e d e r a l  T r a d e  C o m m i s s i o n  a n d  t h e  
D e p a r t m e n t  o f  J u s t i c e .  T h e  r u l e s ,  f i l i n g  r e q u i r e m e n t s ,  a n d  a s s o c i a t e d  f e e s  
a r e  f a i r l y  c o m p l i c a t e d  a n d  i n t e r e s t e d  r e a d e r s  c a n  l e a r n  m o r e  a t  t h e  F e d e r a l  
T r a d e  C o m m i s s i o n ' s  W e b s i t e .  5
5  
A f t e r  f i l i n g  f o r  H S R  r e v i e w ,  t h e r e  i s  g e n e r -
a l l y  a  3 0 - d a y  w a i t i n g  p e r i o d  t o  a l l o w  r e g u l a t o r s  t o  r e v i e w  i n f o r m a t i o n  a n d  
c o n s i d e r  a n t i c o m p e t i t i v e  i m p l i c a t i o n s .  D u r i n g  t h e  w a i t i n g  p e r i o d ,  t h e r e  
a r e  l i m i t s  o n  d a t a  s h a r i n g  a n d  j o i n t  d e c i s i o n  m a k i n g  b e t w e e n  f i r m s  t h a t  
a r e  p a r t  o f  t h e  a c q u i s i t i o n .  T h e  r e g u l a t o r y  r e v i e w  m a y  b e  s h o r t e n e d  o r  e x -
t e n d e d ,  b u t  i t  m u s t  b e  s a t i s f i e d  b e f o r e  a  t r a n s a c t i o n  c a n  c l o s e .  A l t h o u g h  
m o s t  f i r m s  w a i t  u n t i l  t h e  r e v i e w  i s  c o m p l e t e ,  f i r m s  c a n  b e g i n  p l a n n i n g  f o r  
i n t e g r a t i o n  s o o n e r .  O n e  o p t i o n  i s  t o  u s e  t h i r d  p a r t i e s ,  s u c h  a s  c o n s u l t i n g  
f i r m s ,  t o  p e r f o r m  n e e d e d  a n a l y s i s  o f  j o i n t  d a t a  a n d  p r o v i d e  r e l e v a n t  s u m -
m a r i e s . 5 6  I n  d o i n g  s o ,  c o m p a n i e s  n e e d  t o  e n s u r e  t h a t  i n c e n t i v e s  p a i d  t o  a d -
v i s o r s  d o  n o t  l e a d  t o  h i g h e r  c o s t s .  5
7  
R e g u l a t o r y  r e v i e w s  b y  o t h e r  g o v e r n m e n t  b o d i e s  m a y  a l s o  b e  r e q u i r e d  
b e f o r e  a n  a c q u i s i t i o n  c a n  c o m p l e t e .  F o r  e x a m p l e ,  t h e  E u r o p e a n  U n i o n  
c a n  i m p a c t  a c q u i s i t i o n s  o f  U . S .  c o m p a n i e s  a s  i l l u s t r a t e d  b y  I n t e l  h a v i n g  
t o  m a k e  c o n c e s s i o n s  t o  g a i n  r e g u l a t o r y  a p p r o v a l  o f  i t s  M c A f e e  a c q u i -
s i t i o n . 5 8  T h e  p o t e n t i a l  f o r  a d d i t i o n a l  r e g u l a t o r y  r e v i e w s  r e i n f o r c e s  t h e  
n e e d  t o  c o n s i d e r  r e g u l a t o r y  i s s u e s  a n d  r e m e d i e s  a s  p a r t  o f  t a r g e t  s e l e c -
t i o n ,  a s  a n y  a c c o m m o d a t i o n s  t o  g a i n  r e g u l a t o r y  a p p r o v a l  w i l l  i n f l u e n c e  
i n t e g r a t i o n  i m p l e m e n t a t i o n .  B y  a n t i c i p a t i n g  r e g u l a t o r y  r e v i e w s ,  f i r m s  
c a n  m i n i m i z e  p l a n n i n g  d e l a y s .  F i r m s  w i t h  a c t i v e  a c q u i s i t i o n  p r o g r a m s  
o r  s t r a t e g i c a l l y  i m p o r t a n t  d e a l s  m a y  w a n t  t o  e s t a b l i s h  a  t e a m  d e d i c a t e d  
t o  g o v e r n m e n t  r e l a t i o n s  o r  l i a i s o n  w i t h  r e g u l a t o r y  a g e n c i e s .  F o r  e x a m -
p l e ,  A T & T  h a s  a n n o u n c e d  i t  w i l l  m a k e  c o n c e s s i o n s  t o  r e g u l a t o r s  t o  c o m -
p l e t e  a n  a c q u i s i t i o n  o f T - M o b i l e .  A T & T  h a s  a  s k i l l e d  t e a m  o f  9 3 l o b b y i s t s  
i n  W a s h i n g t o n ,  D C ,  a n d  h a s  s p e n t  $ 4 6  m i l l i o n  i n  c a m p a i g n  c o n t r i b u t i o n s  
t o  b o t h  m a j o r  U . S .  p o l i t i c a l  p a r t i e s .
5 9  
T h e  p r i m a r y  f o c u s  o f  s u c c e s s f u l  
a c q u i r e r s  d u r i n g  r e g u l a t o r y  r e v i e w  i s  c o n t i n u i n g  i n t e g r a t i o n  p l a n n i n g  
w h i l e  k e e p i n g  g o v e r n m e n t  r e p r e s e n t a t i v e s  i n f o r m e d  a n d  r e g u l a t o r y  r e -
q u i r e m e n t s  s a t i s f i e d .  
C u s t o m e r s  
A  s o m e t i m e s  o v e r l o o k e d  g r o u p  t h a t  l i k e l y  h a s  h i g h  p o w e r  a n d  i n t e r e s t  
i n  a n  a c q u i s i t i o n  i s  c u s t o m e r s  o f  b o t h  a c q u i r e r  a n d  t a r g e t  f i r m s ;  t h u s  t h e  
c o n c e r n s  o f  c u s t o m e r s  n e e d  t o  b e  m a n a g e d  c a r e f u l l y .  A c q u i r e r s  o f t e n  f o c u s  
o n  i n t e r n a l  i s s u e s  d u r i n g  i n t e g r a t i o n  a t  t h e  e x p e n s e  o f  e x t e r n a l  m a r k e t  i s -
s u e s . 6 0  H a v i n g  a  s h o r t - t e r m  f o c u s  o n  i n t e g r a t i o n  p l a n n i n g  c a n  s a c r i f i c e  
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long-term results that depend on serving customers. For example, cus-
tomer service quality often declines during the turmoil surrounding an 
acquisition, and results in two-thirds of businesses losing market share 
following a merger.61 In contrast, an emphasis on creating value for the 
customer as part of an acquisition facilitates the building of trust between 
the customer and the new firm, reduces customer uncertainty, and lowers 
dissatisfaction and defection.62 
In planning for integration, retaining customers may be more impor-
tant to acquisition performance than reducing costs.63 Research suggests 
that acquisition performance suffers significantly from negative customer 
reactions.64 A lack of communication with customers to allay concerns can 
be expected to have consequences. For example, IBM cut its orders in half 
following the combination of two high-technology firms because no one 
communicated what the acquisition meant to this customer.65 Acquirers 
that remain committed to serving their customers and improving cus-
tomer value as part of the integration will be more successful 
Employees 
Just as a deal needs to be sold to customers it also needs to be sold to 
employees.66 The best strategy will fail if it does not consider the peo-
ple needed to execute it. Employees represent a challenging group to deal 
with in that they have high interest yet low power on an individual basis. 
Employees need to be kept informed about an acquisition and its impli-
cations. When employees learn of a merger, they expect and are prepared 
for dramatic changes.67 Most employees anticipate that when an acquisi-
tion is announced there is already a plan for integration; thus the need ex-
ists to educate employees about the M&A process.68 M&A announcement 
simply begins the regulatory review and planning needed to answer em-
ployee concerns. 
Employees will have little tolerance for delays that fail to set a clear di-
rection for a firm and communicate their place in it. Successful acquirers 
recognize that silence is not an option even if there is a lack of definitive 
answers.69 Employees will be hungry for information to help deal with the 
uncertainty created by the acquisition, and will be looking for the strate-
gic rationale for the acquisition. Employees want to know that a plan for 
creating a better organization exists, that it signals that people matter, and 
that it addresses what the acquisition means for individual employees.7° A 
lack of information shared with employees about plans or their develop-
ment will only lead to employee speculation and the resulting anxiety that 
complicates integration efforts. An integration plan needs to use frequent 
and effective communication to gain momentum with small wins that in-
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i e v e l o p -
i e t y t h a t  
f r e q u e n t  
;  t h a t  i n -
A  P h a s e d  A p p r o a c h  t o  M e r g e r  a n d  A c q u i s i t i o n  I n t e g r a t i o n  5 9  
A c h i e v i n g  M & A g o a l s  d e p e n d s  o n  e n s u r i n g  t h a t  k e y  p e o p l e  d o  n o t  l e a v e  
s o o n  a f t e r  a n  a c q u i s i t i o n  i s  a n n o u n c e d .  F u r t h e r ,  r e e s t a b l i s h i n g  l e a d e r s h i p  
c o n t i n u i t y  w i t h  a  t a r g e t  i s  c r i t i c a l .
7 1  
U n d e r  t h e  b e s t  o f  c i r c u m s t a n c e s ,  e m -
p l o y e e s  e x p e r i e n c e  u n c e r t a i n t y  f o l l o w i n g  a n  a c q u i s i t i o n  a n n o u n c e m e n t  
a n d  e m p l o y e e  c o m m i t m e n t  w i l l  b e  l o w e s t  d u r i n g  t h e  p l a n n i n g  p r i o r  t o  
a c q u i s i t i o n  c o m p l e t i o n .  A c q u i s i t i o n s  a r e  o f t e n  m o t i v a t e d  b y  g a i n i n g  t a c i t ,  
s o c i a l l y  c o n s t r u c t e d  k n o w l e d g e  i n  a  t a r g e t ,  b u t  t h a t  k n o w l e d g e  m a y  n o t  
s u r v i v e  a t t e m p t s  t o  i n t e g r a t e  i t ,  l e a d i n g  t o  e m p l o y e e  t u r n o v e r  b e c o m i n g  
a  p r i m a r y  s u s p e c t  i n  p o o r  M & A  p e r f o r m a n c e .
7 2  
T h e  f i r s t  e m p l o y e e s  t o  
l e a v e  a r e  g e n e r a l l y  t h e  b e s t  a n d  b r i g h t e s t  b e c a u s e  t h e y  h a v e  t h e  m o s t  o p -
t i o n s .  T h e  p r i m a r y  c a u s e s  o f  d e p a r t u r e s  i n c l u d e  d e c r e a s e d  e m p l o y e e  
p e r c e p t i o n s  o f  c o n t r o l ,  a n d  d i s c o u n t e d  p a s t  c o n t r i b u t i o n s .  T y p i c a l l y  1 2  t o  
2 5  p e r c e n t  o f  p e r s o n n e l  a r e  v i e w e d  a s  r e d u n d a n t . 7
3  
T h e  c o m b i n e d  e f f e c t  o f  
l a y o f f s ,  e m p l o y e e  d e f e c t i o n s ,  a n d  t h e  n e e d  f o r  g r o w t h  t o  m e e t  M & A  g o a l s  
o f t e n  d r i v e s  r e s u m e d  h i r i n g .  C a r e  i s  r e q u i r e d  t o  a v o i d  t h e  n e e d  t o  r e c r u i t  
o l d  e m p l o y e e s  b a c k  a t  a  h i g h e r  s a l a r y . 7
4  
A c h i e v i n g  M & A  g o a l s  d e p e n d s  
o n  e n s u r i n g  t h a t  k e y  p e o p l e  d o  n o t  l e a v e  s o o n  a f t e r  a n  a c q u i s i t i o n  i s  a n -
n o u n c e d .  A s  a  r e s u l t ,  t h e  f o c u s  o f  e m p l o y e e  r e t e n t i o n  b e g i n s  w i t h  t o p  a n d  
m i d d l e  m a n a g e r s ,  o r  t h e  p e o p l e  m o s t  l i k e l y  t o  i n f l u e n c e  e m p l o y e e s .  
T o p  M a n a g e r s  
R e e s t a b l i s h i n g  l e a d e r s h i p  c o n t i n u i t y  w i t h  a  t a r g e t  i s  c r i t i c a l  a s  t h e  
c o n d i t i o n s  c r e a t e d  b y  a n  M & A  a r e  s t r e s s f u l  i n  t h a t  t h e y  r e q u i r e  e m p l o y -
e e s  t o  u p d a t e  t h e i r  o r g a n i z a t i o n a l  i d e n t i t y . 7
5  
L i m i t i n g  p o l i t i c a l  b e h a v i o r  
w i l l  a l s o  r e q u i r e  a l i g n i n g  a c t i o n s  a n d  w o r d s ,  a n d  t o p  m a n a g e r s  i n  b o t h  
f i r m s  n e e d  t o  c o m m u n i c a t e  c o m m i t m e n t  t o  a n  a c q u i s i t i o n  b e f o r e  i t  i s  
c o m p l e t e d .  S u c c e s s f u l  a c q u i r e r s  l i k e l y  a v o i d  s t a t e m e n t s  t h a t  " b e s t  p r a c -
t i c e s "  f r o m  e a c h  f i r m  w i l l  b e  i m p l e m e n t e d ,  a s  t h e y  r e c o g n i z e  t h a t  t h i s  
i s  u n r e a l i s t i c .  M a k i n g  c o m m e n t s  t h a t  a n  a c q u i s i t i o n  w i l l  t a k e  t h e  " b e s t  
p r a c t i c e s "  f r o m  e a c h  f i r m  a l s o  l e a d s  p e o p l e  t o  j u s t i f y  t h e i r  p r o c e s s e s  a t  
a  t i m e  w h e n  n e w  p r o c e s s e s  a r e  o f t e n  r e q u i r e d .
7 6  
T h e  n e e d  t o  r e t a i n  a n d  
m o t i v a t e  p e o p l e  t o  w o r k  t o g e t h e r  m a k e s  i t  i m p e r a t i v e  t o  i n c l u d e  t o p  
m a n a g e r s  f r o m  a  t a r g e t  f i r m  i n  i n t e g r a t i o n  p l a n n i n g .  T h e  i m p o r t a n c e  o f  
t h i s  g o e s  b e y o n d  w h a t  w a s  d i s c u s s e d  i n  c o n s i d e r a t i o n s  a b o u t  s e l e c t i n g  
t a r g e t s  w i t h  a  f r i e n d l y  f i t .  
A n  o b v i o u s  d e c i s i o n  n e e d i n g  i n p u t  f r o m  t h e  t a r g e t  f i r m  r e l a t e s  t o  t h e  
a s s i g n i n g  o f  t o p  j o b s  i n  a  c o m b i n e d  f i r m  w h e r e  m u l t i p l e  p e o p l e  i n  t h e  a c -
q u i r e r  a n d  t a r g e t  f i r m s  p e r f o r m  s i m i l a r  d u t i e s .  T h e  m a n a g e m e n t  o f  t h e  
a c q u i r i n g  f i r m  w i l l  t y p i c a l l y  n e e d  t o  m a k e  t h e s e  d e c i s i o n s ,  b u t  t h e y  w i l l  
h a v e  l e s s  k n o w l e d g e  a b o u t  e m p l o y e e s  o f  t h e  t a r g e t  f i r m  t h a n  o f  t h e i r  o w n .  
M e a n w h i l e ,  a  m a j o r i t y  o f  M & A  i n t e g r a t i o n  i s s u e s  a r e  p o l i t i c a l  o r  e m o -
t i o n a l  i n  n a t u r e .  I n s t a b i l i t y  a n d  i n s e c u r i t y  o v e r  p o w e r  b a s e s  c a n  c o n t r i b -
u t e  t o  f e e l i n g s  o f  g a i n  o r  l o s s  t h a t  i n c r e a s e  p o l i t i c a l  a c t i v i t y  t o  p r e s e r v e  
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self-interests.77 How top jobs are assigned during integration planning can 
mitigate political activity and enable faster implementation.78 Cisco again 
provides an example of how this is done well. They announce new roles 
and titles immediately upon completion of an acquisition, and as a result, 
Cisco enjoys lower turnover of acquired employees than overall levels of 
corporate turnover.79 
Middle Managers 
The management of acquiring firms need to keep in mind that there 
are consequences of filling managerial positions following the acquisition 
mostly from within their own ranks. A blended top management team 
that retains a target's top management can help to motivate middle man-
agers.80 Middle managers require special consideration as they represent 
the primary means of translating strategic objectives to workers and im-
plementing M&A objectives. When excluded from decisions surrounding 
an acquisition, middle managers can feel left out and foolish as employees 
come to them for answers they don't have.81 
Middle managers who see top managers being treated fairly in a com-
bined firm can be expected to have a more positive attitude, which can be 
important in reducing employee anxiety.82 Cisco has established a repu-
tation as a "good" acquirer because no target firm employees lose their 
jobs unless both CEOs assent.83 An example of where this did not hap-
pen is Oracle's $7.4 billion acquisition of Sun Microsystems. Oracle's CEO, 
Larry Ellison, expressed a low opinion of Sun's top management84 and 
placed Oracle managers in positions of responsibility, contributing to a 
"brain drain" of Sun employees.85 By comparison, working to reduce mid-
dle managers' uncertainty allows them to better understand M&A goals 
and more quickly begin the task of achieving them. A potential exception 
would be when there are inefficiencies or poor management in a target 
firm. Regardless, top management assignments should pull from both the 
acquiring and target firm, and be followed by communication to educate 
and explicitly enlist the support of middle managers. 
Competitors 
Acquirers need to remember that competitive pressures that drove the 
selection of M&A as a strategy to meet goals do not end once an acquisi-
tion is announced, and that competitor reactions need to be monitored. 
Although M&A announcements are public and create uncertainty for cus-
tomers and employees of combining firms, they clarify what competitors 
can expect. Competitors often treat the distraction caused by integrating 
firms as an opportunity. When not bound by restrictions of regulatory re-
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A  P h a s e d  A p p r o a c h  t o  M e r g e r  a n d  A c q u i s i t i o n  I n t e g r a t i o n  6 1  
e m p l o y e e s  a n d  c u s t o m e r s .  F o r  e x a m p l e ,  q u a l i t y  d i s r u p t i o n s  f r e q u e n t l y  
o c c u r  d u r i n g  M & A  d u e  t o  t h e  d o w n s i z i n g  o f  m a n u f a c t u r i n g  c a p a c i t y  a n d  
t r a n s f e r r i n g  o f  w o r k  t o  f a c i l i t i e s  w i t h  p e o p l e  u n f a m i l i a r  w i t h  t h e  p r o d u c t s  
o r  t h e  p r o c e s s e s  u s e d  t o  p r o d u c e  t h e m .  
E m p l o y e e s  w i l l  t y p i c a l l y  n o t  k n o w  w h a t  a  m e r g e r  m e a n s  f o r  t h e m ,  
l e t  a l o n e  b e  a b l e  t o  a n s w e r  q u e s t i o n s  f r o m  c u s t o m e r s .  A s  a  r e s u l t ,  c o m -
p e t i t o r s  w i l l  b e  a c t i v e l y  r e c r u i t i n g  e m p l o y e e s  a n d  c u s t o m e r s  o f  f i r m s  i n -
v o l v e d  w i t h  a n  M & A  a t  t h e  s a m e  t i m e  t h a t  t h o s e  f i r m s  a r e  l e a s t  p r e p a r e d  
t o  a n s w e r  e x t e r n a l  c h a l l e n g e s .  I n f o r m a l  i n d u s t r y  n e t w o r k s  t h a t  m a k e  
e m p l o y e e s  v a l u a b l e  t o  a n  a c q u i r e r  c a n  w o r k  a g a i n s t  a c q u i r e r  i n t e r e s t s  a s  
c o m p e t i t o r s  a c t i v e l y  s o l i c i t  e m p l o y e e s  e x p e r i e n c i n g  u n c e r t a i n t y .  M a n y  
e m p l o y e e s  w i l l  g e t  j o b  o f f e r s  f r o m  c o m p e t i t o r s  w i t h i n  f i v e  d a y s  o f  a n  a c -
q u i s i t i o n  a n n o u n c e m e n t .
8 6  
T o  t h e  e x t e n t  t h a t  c o m p e t i t o r s  c a n  l e v e r a g e  t h e  
u n c e r t a i n t i e s  f a c e d  b y  f i r m s  i n v o l v e d  i n  M & A  t o  t h e i r  a d v a n t a g e ,  t h e  t a s k  
o f  i m p l e m e n t a t i o n  o n l y  b e c o m e s  h a r d e r .  T h i s  c h a l l e n g e  c a n  b e  m i n i m i z e d  
b y  c a r e f u l l y  m o n i t o r i n g  c o m p e t i t o r  a c t i o n s  f o l l o w i n g  a n  a c q u i s i t i o n ' s  
a n n o u n c e m e n t .  
P r u d e n t  P l a n n i n g  
T h e  a m o u n t  o f  t i m e  t h a t  m a n a g e r s  s p e n d  a f t e r  a n  a c q u i s i t i o n  a n -
n o u n c e m e n t  t o  e v a l u a t e  a  t a r g e t  f i r m  a n d  p l a n  f o r  i t s  i n t e g r a t i o n  v a r i e s .  
H o w e v e r ,  w i t h  a n  a v e r a g e  t i m e  b e t w e e n  a n n o u n c e m e n t  a n d  c o m p l e t i o n  
o f  a p p r o x i m a t e l y  6 0  d a y s  f o r  U . S .  f i r m s ,  t h e  p r e v a i l i n g  l e n g t h  o f  i n t e g r a -
t i o n  p l a n n i n g  i s  p r o b a b l y  n o t  a d e q u a t e .
8 7  
G i v e n  t h a t  r e g u l a t o r y  r e v i e w  o f  
a n n o u n c e d  t r a n s a c t i o n s  c a n  t a k e  u p  h a l f  o f  t h a t  t i m e ,  i t  s e e m s  l a m e n t a b l e  
t h a t  c o o r d i n a t i o n  i s  l i m i t e d  t o  o n l y  o n e  m o n t h  o f  p l a n n i n g  f o r  m u l t i m i l -
l i o n  d o l l a r  c o m b i n a t i o n s .  T h i s  i s  e v e n  m o r e  s o  w h e n  r e l a t e d  f i r m s  r e q u i r e  
g r e a t e r  c o o r d i n a t i o n  o f  a c t i v i t i e s ,  o r  w h e n  t h e r e  a r e  p a r t i c u l a r  c h a l l e n g e s  
d u r i n g  i n t e g r a t i o n  p l a n n i n g  t o  e x a m i n e  h o w  a c q u i r e r  a n d  t a r g e t  f i r m s  f i t  
t o g e t h e r .
8 8  
A d d i t i o n a l  t i m e  m a y  a l s o  b e  n e e d e d  t o  a d d r e s s  a n y  n o n p u b l i c  
i n f o r m a t i o n  u n c o v e r e d  a f t e r  t h e  a c q u i s i t i o n  a n n o u n c e m e n t  b e c a u s e  a n y  
n e w  i n f o r m a t i o n  i s  l i k e l y  t o  b e  n e g a t i v e .
8 9  
S u c c e s s f u l  a c q u i r e r s  r e c o g n i z e  
t h a t  p r u d e n t  p l a n n i n g  l a y s  t h e  f o u n d a t i o n  f o r  t h e  i n t e g r a t i o n  i m p l e m e n t a -
t i o n  n e e d e d  t o  c r e a t e  v a l u e .  A  s t u d y  o f  t h e  a p p r o p r i a t e  t i m e  f r a m e ,  b a s e d  
o n  a n  e x a m i n a t i o n  o f  t h e  a v e r a g e  t i m e  t o  c o m p l e t e  a c q u i s i t i o n s ,  s u g g e s t s  
t h a t  a c q u i r e r s  s h o u l d  w a i t  a t  l e a s t  1 2 0  d a y s  a f t e r  a n  a n n o u n c e m e n t  b e f o r e  
c l o s i n g  a  t r a n s a c t i o n .  
9 0  
I m p l e m e n t a t i o n  
A l t h o u g h  a c t i o n s  t a k e n  p r i o r  t o  c o m p l e t i o n  o f  t h e  a c q u i s i t i o n  w i l l  i n -
f l u e n c e  s u c c e s s ,  i m p l e m e n t a t i o n  i s  t h e  t r u e  t e s t  o f  s t r a t e g y .  M a k i n g  M & A  
w o r k  i s  o n e  o f  t h e  h a r d e s t  b u s i n e s s  t a s k s ,  a n d  i m p l e m e n t a t i o n  r e q u i r e s  
a c t i v e  e x p e r i m e n t a t i o n  t o  e n s u r e  t h a t  g o a l s  a r e  m e t .  W h e n  a n  a c q u i s i t i o n  
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is completed, two firms legally become one, yet internal barriers remain 
and complete integration may be spread out over several years.91 Although 
initial performance will decline as integration disrupts normal work pro-
cesses, achieving higher levels of performance depends on the regular re-
view of progress toward meeting desired performance and organizational 
goals. This requires executives to take the concepts that drove a deal and 
make them operational realities by shifting from prudent planning to fast 
execution. Implementation will be facilitated by two tasks: the assigning of 
clear responsibility for integration management and continuing adaptation. 
Integration Management 
M&A increase people's workloads, but there is often a failure to priori-
tize work and thus the right thing gets done only by chance. After the ini-
tial excitement surrounding deal announcement, acquiring firm managers 
typically tum their attention back to prior tasks.92 However, issues arising 
from implementation will need immediate attention. Managing integra-
tion thus needs to be kept separate from the day-to-day demands of firm 
operations.93 This means it is necessary to make integration implementa-
tion a manager's only responsibility. In many successful acquirers, this 
person is called an integration manager. 
An integration manager with full-time responsibility and accountabil-
ity for making integration work can help avoid the problem of having 
managers who participated in integration planning simply returning to 
the demands of their regular jobs. Used effectively, integration managers 
perform the task of keeping others focused on creating value, and main-
taining the momentum from integration planning.94 Successful acquirers 
select this person from the integration planning team, empower them, and 
then track progress toward achieving integration goals through reviews 
that help identify needed changes. These reviews focus on making busi-
ness units respond to the integration manager, and, by extension, help the 
combined firm be successful. They can keep uncertainty from stalling in-
tegration by maintaining a focus on implementation and by providing a 
mechanism for addressing issues and making decisions. 
Integration managers require good project management skills, but more 
importantly, they need to be general managers. Assigning an executive 
from the acquiring firm that has been made redundant due to the blend-
ing of the top management team gives the new top management team an 
integration manager they trust. If the team is announced early, the person 
selected can also be ready to start integration the moment the acquisi-
tion completes. However, attracting the right talent to this role requires 
acknowledging that the position has limited duration (about one year) 
and is part of a leadership pipeline. The reward to the integration man-
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A  P h a s e d  A p p r o a c h  t o  M e r g e r  a n d  A c q u i s i t i o n  I n t e g r a t i o n  6 3  
t h e  r e w a r d  t o  t h e  o r g a n i z a t i o n  i s  b e t t e r  i n t e g r a t i o n ,  a n d  m a n a g e r i a l  t a l e n t  
w i t h  f i r s t h a n d  k n o w l e d g e  o f  M & A  d i f f i c u l t i e s ,  a s  e x p e r i e n c e d  m a n a g e r s  
f o r m  p a r t  o f  t h e  f i r m ' s  a c q u i s i t i o n  c a p a b i l i t y .
9 5  
A n o t h e r  a l t e r n a t i v e  w o u l d  
b e  t o  s e l e c t  s o m e o n e  c l o s e  t o  r e t i r e m e n t  s o  a s  t o  l e v e r a g e  t h e i r  e x p e r i e n c e  
a n d  p r o v i d e  t h e m  w i t h  a  t r a n s i t i o n  e v e n t  t h a t  i s  m e a n i n g f u l  f o r  b o t h  t h e  
i n d i v i d u a l  a n d  t h e  o r g a n i z a t i o n .
9 6  
C o n t i n u i n g  A d a p t a t i o n  
T h e  p l a n  t h a t  b e g i n s  a n y  s u c c e s s f u l  e n d e a v o r  i s  n o t  t h e  s a m e  p a t h  t h a t  
i s  u l t i m a t e l y  f o l l o w e d ,  a n d  a n y  s i n g l e  a c q u i s i t i o n  w i l l  b e  o n l y  p a r t  o f  a  
l a r g e r  c o r p o r a t e  s t r a t e g y .  A s  a n  a c q u i s i t i o n  i s  p l a n n e d  a n d  i n t e g r a t e d ,  n e w  
i n f o r m a t i o n  b e c o m e s  a v a i l a b l e ,  s e t b a c k s  o c c u r ,  a n d  c o m p e t i t i v e  d y n a m -
i c s  c h a n g e ,  a l l  c i r c u m s t a n c e s  t h a t  r e q u i r e  a d a p t a t i o n .  F e e d b a c k  m e c h a -
n i s m s  t o  m a x i m i z e  l e a r n i n g  a n d  p e r f o r m a n c e  g u i d e  d y n a m i c  a d j u s t m e n t  
b y  f i r m s  i n  o r d e r  t o  r e a c h  a s p i r a t i o n  l e v e l s .
9 7  
D e s p i t e  m a n a g e r s '  b e s t  e f f o r t s ,  i t  i s  u n l i k e l y  t h a t  t a r g e t s  w i l l  b e  o p t i -
m a l l y  i n t e g r a t e d  t h e  f i r s t  t i m e ,  a n d  r e s t r u c t u r i n g  w i l l  n e e d  t o  b e  r e p e a t -
e d l y  a p p l i e d  t o  u n l o c k  a s  m u c h  v a l u e  a s  p o s s i b l e .  M a n a g e r s  c o n f r o n t  
m e s s y  p r o b l e m s  t h r o u g h  a  p r o c e s s  o f  c o n s i d e r i n g  a l t e r n a t i v e s  t h e n  a s s e s s  
r e s u l t s  t h a t  f o l l o w  e x p e r i e n t i a l  l e a r n i n g .  A s  e x p e r i e n c e  w i t h  i n t e g r a t i o n  
a n d  r e s t r u c t u r i n g  i s  g a i n e d ,  m a n a g e r s  w i l l  b e  a b l e  t o  m a k e  b e t t e r  d e c i -
s i o n s  w h e n  r e c o m b i n i n g  u n i t s .
9 8  
T h i s  p r o c e s s ,  h o w e v e r ,  t a k e s  t i m e ,  a n d  
i t  c a n  t a k e  y e a r s  a f t e r  a n  a c q u i s i t i o n  b e f o r e  c h a n g e s  i n  f i r m  p e r f o r m a n c e  
a r e  o b s e r v e d .  T h o u g h  e a c h  c o n t e x t  w i l l  b e  d i f f e r e n t ,  d i f f e r e n t  r e s e a r c h e r s  
h a v e  s u g g e s t e d  t h r e e  y e a r s  m a y  b e  n e e d e d  b e f o r e  p o s i t i v e  r e s u l t s  c a n  b e  
a c h i e v e d  f r o m  a n  a c q u i s i t i o n .
9 9  
S u c c e s s f u l  i m p l e m e n t a t i o n  a l s o  r e q u i r e s  r e c o g n i t i o n  t h a t  t h e r e  i s  m o r e  
t h a n  o n e  w a y  t o  a c h i e v e  a  g o a l ,  s o  i m p l e m e n t a t i o n  s h o u l d  f o c u s  m o r e  o n  
t h e  d e s i r e d  e n d  a n d  r e m a i n  f l e x i b l e  o n  h o w  g o a l s  a r e  a c c o m p l i s h e d .  R e -
s t r u c t u r i n g  m a y  r e q u i r e  c r e a t i n g  n e w  d i v i s i o n s  f r o m  e x i s t i n g  r e s o u r c e s  
o r  n e w  a c q u i s i t i o n s ,  d i v i d i n g  d i v i s i o n s  i n t o  d i f f e r e n t  g r o u p s ,  e l i m i n a t i n g  
d i v i s i o n s  b y  r e a l l o c a t i n g  r e s o u r c e s  o r  d i v e s t i n g  a s s e t s ,  o r  a d d i t i o n a l  o p -
t i o n s .  H o w e v e r ,  s u c c e s s f u l  a c q u i r e r s  c a p i t a l i z e  o n  e a c h  s u c c e s s ,  w h i l e  r e c -
o g n i z i n g  t h a t  c o n t i n u e d  i m p r o v e m e n t  r e q u i r e s  a d d i t i o n a l  r e s t r u c t u r i n g .  
T w o  g a u g e s  o f  s u c c e s s  t o  m o n i t o r  d u r i n g  i m p l e m e n t a t i o n  a r e  h o w  w e l l  
t a l e n t  a n d  c u s t o m e r s  a r e  r e t a i n e d .  T h e s e  w i l l  p r o v i d e  e a r l y  i n d i c a t i o n s  o f  
w h e t h e r  i m p r o v e d  p e r f o r m a n c e  i s  b e i n g  a c h i e v e d  o r  a d d i t i o n a l  c h a n g e s  
a r e  r e q u i r e d .  
D I S C U S S I O N  
A s p e c t s  o f  s u c c e s s f u l  M & A  h a v e  b e e n  e x p l o r e d  t o  s h o w  h o w  e a r l y  d e -
c i s i o n s  i m p a c t  i n t e g r a t i o n  s u c c e s s .  E v i d e n c e  f r o m  s u c c e s s f u l  a c q u i r e r s  
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Table 3.2 
M&A Phases and Integration Decisions 
Target Selection Integration Planning Integration Implementation 
• Related target • Focus on stakeholders • Integration manager 
• Consider environment • Announce executives • Continue restructuring 
• Friendly fit • Enlist middle managers 
• Partial stock payment • Prudent planning 
across M&A phases suggest that early decisions are likely to have con-
sequences during integration implementation. Bringing together estab-
lished concepts may not necessarily have yielded new individual insights. 
However, the application of experiential learning to M&A phases offers 
an improved framework for understanding M&A integration decisions. A 
summary of decisions related to M&A integration is presented in Table 3.2 
and illustrates that more decisions that impact integration are made be-
fore implementation begins than during it. The ideas presented also sug-
gest implications for both management theory and practice. 
IMPLICATIONS FOR MANAGEMENTTHEORY AND PRACTICE 
An insight with a theoretical implication provides a possible explana-
tion for why M&A continues to be used as a strategic tool when evidence 
suggests acquisitions fall short of expectations. Cultural differences are 
a common explanation for M&A failure, but this explanation may serve 
simply as a scapegoat for poor decisions that amplify differences between 
acquirer and target firms, or for failing to account for stakeholder reac-
tions to an acquisition announcement.100 Further, the consequences of de-
cisions made in target selection before an acquisition is announced have 
implications for integration and performance. It is possible that decisions 
made when negotiating a deal, such as offer price, could preclude im-
proved results regardless of the effectiveness of integration. 
Other insights also have implications for both managers and research-
ers. First, a single acquisition will likely be part of a larger strategic goal or 
initiative. This means that additional restructuring that may include fur-
ther acquisitions or divestment of assets may be required to achieve firm 
goals. For researchers, this means that the treatment of M&A as an isolated 
event is likely to be inappropriate. This also raises the importance of man-
agers recognizing how the strategic rationale for an acquisition may guide 
later decision making. Second, explicit recognition and handling of stake-
holder issues during integration planning will be of interest to research-
ers and managers. For researchers, insights gained about stakeholder 
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m a n a g e r s ,  c o n s i d e r a t i o n  o f  s t a k e h o l d e r s  w i l l  e n a b l e  a n  a c q u i r e r  t o  m o v e  
q u i c k l y  f r o m  c a r e f u l  d e l i b e r a t i o n  t o  f a s t  e x e c u t i o n .  S p e c i f i c a l l y ,  r e f l e c t i n g  
o n  r e l a t i o n s h i p s  a n d  t h e n  a c t i v e l y  e x p e r i m e n t i n g  t o  i m p r o v e  t h e m  d u r -
i n g  i m p l e m e n t a t i o n ,  c a n  e n a b l e  a n  a c q u i r e r  t o  s t a r t  f r o m  a  b e t t e r  p o s i t i o n  
a n d  m o r e  q u i c k l y  m o v e  t o  c a p t u r e  v a l u e .  T h i r d ,  a  c a s e  h a s  b e e n  m a d e  f o r  
a  g r e a t e r  r o l e  o f  m i d d l e  m a n a g e r s  a s  f a c i l i t a t o r s  o f  i n t e g r a t i o n  a n d  m e e t -
i n g  M & A  g o a l s .  E x t e n d i n g  r e s e a r c h  b e y o n d  t h e  i m p a c t  o f  f i r m  c h a r a c t e r -
i s t i c s  o r  t o p  m a n a g e m e n t  t e a m s  ( e . g . ,  C E O )  t o  c o n s i d e r  m i d d l e  m a n a g e r s  
m a y  h e l p  t o  e x p l a i n  t h e  v a r i a n c e  i n  M & A  p e r f o r m a n c e .  F o r  m a n a g e r s ,  
i m p r o v e d  e m p l o y e e  a s s i m i l a t i o n  m a y  a l s o  r e s u l t  f r o m  a  s t r a t e g y  t h a t  i n -
c l u d e s  p u b l i c l y  r e c o g n i z i n g  m i d d l e  m a n a g e r  r o l e  m o d e l s .  
A n o t h e r  i m p l i c a t i o n  f o r  m a n a g e m e n t  p r a c t i c e  t h a t  i s  d r a w n  f r o m  t h e  
r e s e a r c h  p r e s e n t e d  h e r e  i n v o l v e s  t h e  n e e d  f o r  m a n a g e r s  t o  c o n s i d e r  i n t e -
g r a t i o n  i s s u e s  a c r o s s  t h e  p h a s e s  o f  M & A  b e g i n n i n g  w i t h  t a r g e t  s e l e c t i o n .  
T h e  r e a s o n s  f o r  c o n s i d e r i n g  i n t e g r a t i o n  e a r l y  i n  t h e  M & A  p r o c e s s  i n c l u d e  
b r i n g i n g  u p  i s s u e s  w h e n  t h e y  c a n  b e  b e s t  a d d r e s s e d ,  a n d  i m p r o v i n g  p r o s -
p e c t s  f o r  e x p e r i e n t i a l  l e a r n i n g  o r  w e l l - i n f o r m e d  d e c i s i o n  m a k i n g .  B y  c o n -
s i d e r i n g  a  t a r g e t  f i r m ' s  e n v i r o n m e n t  a n d  p u r s u i n g  r e l a t e d  a c q u i s i t i o n s  
w i t h  a  f r i e n d l y  f i t ,  a n  a c q u i r e r  m a y  b e  a b l e  t o  n e g o t i a t e  a  p r i c e  b e l o w  t h e  
v a l u e  o f  i t s  a n t i c i p a t e d  c o m b i n a t i o n  w i t h  t h e  t a r g e t  b y  b e n c h m a r k i n g  t h e  
v a l u e  o f  p o t e n t i a l  c o m p e t i t o r s .  T o  t h e  e x t e n t  t h a t  c o m p l e m e n t a r y  r e s o u r c e  
c o m b i n a t i o n s  e x i s t  a n d  c o n t r i b u t e  t o  i n f o r m a t i o n  a s y m m e t r y ,  a n  a c q u i r e r  
h a s  t h e  o p p o r t u n i t y  t o  a c c e s s  r e s o u r c e s  a t  p r i c e s  b e l o w  t h e i r  v a l u e ,  w h i l e  
o f f e r i n g  t h e  p o t e n t i a l  t o  u n l o c k  v a l u e  t h r o u g h  e f f e c t i v e  i n t e g r a t i o n  p l a n -
n i n g  a n d  i m p l e m e n t a t i o n .  O n c e  a  d e a l  i s  a n n o u n c e d ,  t h e  e n g a g e m e n t  o f  
m a n a g e m e n t  i n  n e g o t i a t i o n s  n e e d s  t o  b e  e x t e n d e d  i n  t i m e  a n d  s c o p e  t o  
i n c l u d e  a d d i t i o n a l  p e o p l e .  T o  t h e  e x t e n t  t h a t  r e g u l a t o r y  r e v i e w  h i n d e r s  
c o o r d i n a t i o n ,  t h i r d - p a r t y  c o n s u l t a n t s  c a n  p r o v i d e  i n f o r m a t i o n  f o r  m a k i n g  
d e c i s i o n s .  D e c i s i o n s  m a d e  b e t w e e n  t h e  a n n o u n c e m e n t  o f  t h e  a c q u i s i t i o n  
a n d  i t s  c o m p l e t i o n  w i l l  d e f i n e  r e s p o n s e s  f r o m  c u s t o m e r s ,  e m p l o y e e s ,  a n d  
o t h e r  s t a k e h o l d e r  g r o u p s  w h o s e  s u p p o r t  i s  n e e d e d  t o  m e e t  e s t a b l i s h e d  
g o a l s .  F o l l o w i n g  c o m p l e t i o n ,  s t e p s  n e e d  t o  b e  t a k e n  t o  a v o i d  m a n a g e m e n t  
a t t e n t i o n  s h i f t i n g  b a c k  t o  d a y - t o - d a y  i s s u e s ,  a n d  t o  k e e p  i n t e g r a t i o n  a n d  
s t r a t e g i c  g o a l s  i n  c l e a r  f o c u s .  S t r a t e g i c  g o a l s  m o t i v a t i n g  a c q u i s i t i o n s  n e e d  
t o  b e  p u r s u e d  b y  m u l t i p l e  m e a n s  t o  f i n d  t h e  o n e s  t h a t  w o r k .  
T h r e e  c a u t i o n s  r e l a t e d  t o  t h e  a p p l i c a t i o n  o f  t h e  a d v i c e  c o n t a i n e d  i n  t h i s  
c h a p t e r  a r e  w o r t h  m e n t i o n i n g .  F i r s t ,  t h e  s u g g e s t i o n s  o f f e r e d  h e r e  a r e  n o t  
c o n s i d e r e d  t o  b e  d e f i n i t i v e .  I n  o t h e r  w o r d s ,  t h e  r e l a t i o n s h i p s  d e s c r i b e d  
r e p r e s e n t  p o s s i b l e  w a y s  t o  i m p r o v e  M & A  i n t e g r a t i o n  a n d  p e r f o r m a n c e ,  
a n d  a r e  n o t  c o n s i d e r e d  t o  b e  e i t h e r  i n e v i t a b l e  o r  t h e  o n l y  p a t h s  t o  i m -
p r o v e d  M & A  p e r f o r m a n c e .  F o r  e x a m p l e ,  t h e  r o l e  o f  m i d d l e  m a n a g e r s  i n  
d e t e r m i n i n g  M & A  p e r f o r m a n c e ,  a n d  h o w  t o  e f f e c t i v e l y  e n l i s t  t h i s  g r o u p  
t o  t r a n s l a t e  s t r a t e g y  i n t o  r e s u l t s ,  w i l l  l i k e l y  v a r y .  A  s e c o n d  r e l a t e d  l i m i -
t a t i o n  i s  t h a t  t h e  s u g g e s t i o n s  f o c u s  o n  t h e  a c q u i s i t i o n  o f  s m a l l e r ,  r e l a t e d  
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targets or conditions viewed as conducive to good M&A performance. 
Conditions conducive to the success of M&A with different starting char-
acteristics (e.g., diversifying acquisitions, mergers of equals) will likely 
diverge from the relationships developed here. Further, there are likely 
specific circumstances where an acquirer may elect to not integrate a tar-
get firm. Third, the need for a strategic rationale for M&A is mentioned 
consistently throughout, but examples of rationale that can lead to high 
performance are limited. Although the motivation to act fast and pur-
sue complementary resources is mentioned, clarifying the actual motiva-
tions for M&A and likely performance outcomes represents an ongoing 
challenge. 
In conclusion, the primary contribution of the chapter is a pragmatic 
recognition of the fact that the failure of most M&A to meet expectations 
raises the importance of early consideration of the prospects for effective 
and successful integration. Addressing integration issues during each 
phase of the M&A process will improve integration planning and imple-
mentation. To the extent that implementation clarity is achieved and there 
is a clear strategy for selecting a target, a foundation for active experimen-
tation can provide a less elusive path to improved M&A performance by 
leveraging experiential learning. 
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